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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Herein  is  transmitted  our  report  on  the  review  of 
the  Aeronautics  Division  of  the  Department  of  Community 
Affairs.   The  review  was  conducted  as  a  result  of 
matters  referred  to  this  office  by  the  Governor's 
Office.  These  matters  related  to  allegations  of  possible 
misuse  and  inadequate  maintenance  of  state  owned  and 
leased  aircraft.   The  review  did  not  encompass  all 
operations  or  a  review  of  the  financial  transactions  of 
the  Aeronautics  Division. 

We  wish  to  express  our  appreciation  to  the  director 
of  the  department  and  his  staff  for  the  assistance  they 
provided  during  the  review.  The  response  of  the  Depart- 
ment of  Community  Affairs  is  included  following  the 
evaluation.  We  also  wish  to  thank  other  state  employees 
and  members  of  the  private  aviation  community  for  the 
assistance  they  gave  us. 

Respectfully  submitted, 

Morris  L.  Brusett,  CPA 
Legislative  Auditor 
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OFFICE  OF  LEGISLATIVE  AUDITOR 
EVALUATION  OF  ALLEGATIONS  CONCERNING  POSSIBLE 
MISUSE  AND  INADEQUATE  MAINTENANCE  OF  AIRCRAFT 
INTRODUCTION 

This  review  of  the  Aeronautics  Division  of  the 
Department  of  Community  Affairs  was  undertaken  pursuant 
to  matters  referred  to  the  Legislative  Auditor's  Office 
by  the  Governor's  Office.   The  matters  referred  to  us 
involved  allegations  concerning  the  possible  misuse  of 
state  owned  or  leased  aircraft  and  the  inadequate 
maintenance  and  resultant  safety  of  state  owned  or 
leased  aircraft. 
SUMMARY  OF  FINDINGS  AND  RECOMMENDATIONS 

In  our  review  for  possible  misuse  of  aircraft,  we 
noted  discrepancies  between  the  division's  aircraft 
flight  logs  and  the  destinations  and  dates  of  flights. 
In  addition,  we  found  that  fuel  ticket  data  conflicted 
with  flight  log  recordings  and  hour  meter  readings. 
Accordingly  we  have  recommended  that  the  department 
improve  the  record  keeping  for  flights  and  establish 
procedures  to  prevent  recurrance  of  the  noted  discrepan- 
cies. We  also  recommended  that  appropriate  explanations 
be  made  in  the  flight  logs  for  abnormal  flight  times. 

Our  review  of  aircraft  maintenance  and  safety 
showed  that  state  owned  and  rented  aircraft  are  main- 
tained by  licensed  personnel  at  intervals  prescribed 
for  commercial  aviation.  Thus,  maintenance  and  the 


resultant  safety  of  the  aircraft  appears  satisfactory. 

In  addition,  we  noted  other  administrative  matters 
which  warrant  management  attention.   These  include  a 
need  to:   obtain  written  rental  agreements,  reevaluate 
the  policy  of  allowing  nonofficial  passengers  to  fill 
vacant  seats,  record  on  the  dispatch  record  all  passen- 
gers in  the  aircraft,  and  establish  a  written  policy 
relating  to  public  relations  flights. 
BACKGROUND 

The  Aeronautics  Division,   among  other  respon- 
sibilities,  provides   air   transportation  to   state 
employees  upon  reguest  and  availability  of  aircraft. 
The  division  provides  this  service  with  state  owned  and 
rental  aircraft  with  either  state  salaried  or  contract 
pilots.   In  addition,  air  transportation  needs  are  met 
by  utilizing  aircraft  owned  and  operated  by  private 
aviation  firms  referred  to  as  fixed  base  operators. 

The  division  employs  a  chief  pilot,  who  is  quali- 
fied by  license  ratings  and  experience  to  fly  all  the 
aircraft  owned  or  rented  by  the  division.   In  addition, 
the  administrator  and  three  other  employees  are  quali- 
fied and  fly  regularly  in  transporting  state  employees. 
These  pilots  fly  the  various  aircraft  owned  by  the 
division  depending  on  qualifications.   Occasionally  the 
division  has  used  a  Department  of  Natural  Resources 
pilot  and  two  Department  of  Fish  and  Game  pilots. 


Aircraft  presently  available  to  the  division  on  a 
routine  basis  are  three  owned  by  the  division  and  two 
which  are  available  under  a  rental  arrangement.  The 
aircraft  are  as  follows: 


Aircraft 


Power     Ownership      Tail  No 


Beechcraft  Duke  Twin 

Beechcraft  Bonanza  A-36   Single 
Cessna  T-41  Single 


Beechcraft  Baron 
Beechcraft  Baron 


Twin 
Twin 


State 

N25636 

State 

N447MA 

State 

N51611 

Rental 

N328WT 

Rental 

N1604W 

As  discussed  later,  there  is  no  formal  contractual 
agreement  for  either  of  the  two  Barons.   The  aircraft 
have  been  placed  under  the  control  of  the  division  for 
use  as  may  be  required.   The  only  stipulation  by  the 
owner  is  that  they  be  hangared.   Monthly  billings  are 
prepared  from  hour  meter  readings  telephoned  by  the 
division  to  the  owner.   These  aircraft  can  be  rented  by 
private  parties  if  not  required  for  use  by  the  division. 
On  such  occasions,  the  division  accounts  for  the  hour 
meter  time  by  an  entry  showing  "owner  use"  and  makes  an 
adjustment  to  assure  that  the  state  does  not  pay  for 
the  private  time.   We  were  advised  that  occasional  use 
rental  aircraft  are  also  entered  into  the  flight  log 
book  as  a  means  of  verifying  subsequent  invoices  for 
payment.   In  these  instances,  the  log  entry  represents 
only  the  single  trip  custody  by  the  division. 

The  Aeronautics  Division  does  not  normally  perform 
maintenance  on  the  aircraft.   Since  there  are  no  staff 


positions  provided  for  aircraft  mechanics,  the  main- 
tenance is  obtained  through  licensed  aviation  operators. 
The  division  has  not  entered  into  a  contractual  arrange- 
ment for  this  maintenance  but  rather  obtains  the  service 
as  required.   We  were  advised  that  most  of  this  work  is 
done  in  Billings.   Each  aircraft  has  two  types  of 
maintenance  log  books;  one  for  the  airframe  and  one  for 
each  of  the  engines.   Inspections  and  maintenance  or 
repairs  performed  on  either  the  airframe  or  the  engine 
will  be  noted  in  these  permanent  log  books.   Minor 
maintenance  may  not  be  entered  in  the  logs. 
AIRCRAFT  USE 

Operational  procedures  for  the  Air  Transportation 
Bureau  include  maintenance  of  flight  log  books  for  the 
division  owned  and  rental  aircraft.   These  flight  logs 
are  intended  to  record  the  date  and  time  the  aircraft 
departed  and  returned,  the  destinations,  tach  hour 
meter  readings,  the  total  hours  of  flight,  the  user 
agency,  purpose  of  the  flight  and  the  pilot.   The  log 
books  are  inclusive  of  all  flights  and  the  hour  meter 
readings.   Typically,  pilots  do  not  read  the  meter  at 
the  beginning  of  the  flight;  that  is,  the  beginning 
meter  reading  is  derived  from  the  ending  logged  meter 
reading  of  the  previous  flight.   The  hour  meter  is 
generally  read  after  completion  of  a  flight  to  calcu- 
late the  total  hours. 


The  typical  fueling  procedures  for  the  single 
engine  and  multi-engine  aircraft  are  different.   Each 
of  the  aircraft  has  a  state  credit  card  assigned  to  it. 
Generally,  the  single  engine  Bonanza  is  fueled  follow- 
ing each  flight  up  to  the  bottom  of  the  "tabs."  This 
capacity  is  about  54  gallons  of  usable  fuel  leaving  20 
gallons  of  unfilled  capacity.   There  are  occasions  when 
the  Bonanza  is  filled  to  capacity  in  Billings  because 
the  one  hour  return  flight  will  bring  the  fuel  level 
down  to  the  "tabs."  The  fueling  procedure  for  the  twin 
engine  aircraft  is  different  in  that  fueling  is  left  to 
the  pilot  of  the  next  flight.   This  is  because  a  full 
load  of  passengers  with  full  fuel  tanks  could  result  in 
overloading.   Thus,  fuel  consumption  of  the  Bonanza  can 
be  determined  for  each  trip  but  cannot  be  easily  mea- 
sured on  a  trip  by  trip  basis  for  the  twin  engine 
aircraft. 

During  our  review  we  interviewed  numerous  indivi- 
duals  in  the   aviation  industry   including   state 
employees,  examined  gasoline  purchase  records  at  both 
private  aviation  operators  and  the  Department  of  Com- 
munity Affairs  and  the  flight  log  books  showing  dates 
and  times  of  flights,  destinations,  hours  of  each 
flight,  and  the  pilot  for  each  flight.  We  also  compared 
time  records  and  travel  claims  for  particular  dates. 
Our  review  noted  discrepancies  associated  with  some  of 
these  flights. 


We  noted  several  instances  where  the  time  recorded 
by  the  aircraft  hour  meter,  the  destinations  recorded 
on  the  flight  logs  and  the  fuel  purchased  for  specific 
aircraft  were  not  consistent.   One  example  of  this  was 
an  unlogged  flight  from  Helena  to  Denver  and  return  in 
a  rental  aircraft.  A  flight  to  this  destination  normal- 
ly requires  about  6  hours  in  this  aircraft.   For  this 
particular  aircraft  and  time  period,  the  flight  log 
shows  a  gap  in  the  recorded  hour  meter  readings  indi- 
cating a  3.1  hour  flight.   On  the  monthly  billing  for 
this  aircraft,  this  3.1  hours  appears  as  "owner's  use." 
Not  only  is  the  6  hour  flight  to  Denver  not  recorded  in 
the  log,  but  about  3  hours  of  flight  time  does  not 
appear  on  the  hour  meter  readings. 

Further,  we  noted  two  other  instances  where  the 
time  recorded  by  the  hour  meter  did  not  appear  suffic- 
ient for  the  destinations  shown  on  the  flight  log.   In 
addition,  we  noted  two  fuel  purchases  which  indicate 
that  an  aircraft  was  flown  on  two  separate  occasions 
without  being  recorded  in  the  flight  log  nor  time  being 
recorded  on  the  hour  meter  to  account  for  the  fuel 
consumption  represented  by  these  purchases.   Finally, 
we  noted  two  instances  where  fuel  was  purchased  for 
aircraft  at  locations  other  than  the  destinations 
recorded  on  the  flight  logs.   Because  of  the  discrep- 
ancies between  the  aircraft  hour  meter  readings,  fuel 
purchases,  and  destinations  shown  on  the  flight  logs, 


we  have  referred  them  to  the  Governor  and  Attorney- 
General  pursuant  to  section  5-13-304,  MCA. 

We  observed  a  side  trip  for  personal  use  of  a 
rental  aircraft  during  an  official  flight.   In  this 
instance,  the  pilot  has  subsequently  paid  the  aircraft 
owner  $40  for  the  estimated  flight  time  required  for 
the  side  trip.   We  noted  the  personal  use  of  a  state 
credit  card  for  the  rental  of  an  automobile  costing 
$17.65  and  minor  errors  on  travel  claims  for  per  diem 
when  the  individual  was  not  in  an  official  travel 
status.   The  pilot  has  agreed  to  reimburse  the  state 
for  these  charges . 

We  noted  that  a  number  of  flights  took  an  exces- 
sive amount  of  time  for  the  destinations  shown  in  the 
flight  logs.   Although  the  additional  time  of  these 
flights  may  be  explained  by  weather  conditions  or  other 
official  purposes,  the  flight  log  or  dispatch  records 
do  not  reflect  these  reasons.   It  would  appear  that 
where  an  abnormal  amount  of  time  was  required  for 
trips,  an  appropriate  notation  should  be  made  to  explain 
the  additional  flight  costs. 

RECOMMENDATION 

We  recommend  that  the  Department  of  Community  Affairs: 
1.       Require  that  all  flights,   intermediate  stops,  and  destina- 
tions be  logged. 


2.  Review  the  cause  for  the  noted  discrepancies  and  establish 
procedures  to  eliminate  them. 

3.  Require  that  appropriate  explanations  be  made  in  the 
flight  logs  for  abnormal  flight  times. 

MAINTENANCE  AND  SAFETY  OF  AIRCRAFT 

In  our  review  of  maintenance  and  safety  of  state 
aircraft,  we  contacted  officials  of  the  Federal  Aviation 
Administration,  Helena  General  Aviation  District  Office, 
who  advised  that  the  state  owned  aircraft  are  not 
subject  to  maintenance  standards  prescribed  for  other 
privately  owned  aircraft.   They  stated  that  the  state 
could  declare  the  aircraft  "public  use"  and  not  be 
subject  to  any  FAA  maintenance  regulation.   However, 
Aeronautics  Division  officials  advise  that  they  gener- 
ally adhere  to  FAR,  part  135,  maintenance  standards 
which  requires  an  inspection  of  the  aircraft  every  100 
hours  of  operation.   This  inspection  standard  relates 
to  aviation  operators  who  fly  persons  for  hire.   Main- 
tenance standards  for  private  aircraft  not  used  for 
commercial  transportation  or  hire  are  subject  to  lesser 
requirements.   These  aircraft  are  maintained  under  FAR, 
part  91,  which  requires  only  one  inspection  per  year 
regardless  of  the  hours  flown.   This  is  called  an 
"annual  inspection"  which  is  similar  to  the  100  hour 
inspections . 


Examination  of  the  aircraft  and  engine  log  books 
shows  that  the  Aeronautics  Division  adheres  to  100  hour 
inspections  for  both  owned  and  rented  aircraft.   The 
various  state  employees  flying  for  the  Aeronautics 
Division  stated  that  the  maintenance  of  the  state 
aircraft  was  satisfactory. 

Considering  that  the  state  maintains  its  aircraft 
in  accordance  with  the  higher  maintenance  standards 
prescribed  for  commercial  aircraft  used  for  hire,  it 
appears  that  the  aircraft  are  adequately  maintained  and 
safe  for  transporting  state  employees. 
LACK  OF  FORMAL  LEASE  AGREEMENT 

The  Aeronautics  Division  currently  is  renting  two 
Beechcraft  Barons — 328  WT  and  1604  W — on  an  hourly 
basis.   The  aircraft  have  been  placed  in  the  care  and 
custody  of  the  Aeronautics  Division  with  an  informal 
understanding  of  maintenance  responsibilities  and  the 
rental  rates.   The  division  has  rented  a  number  of 
aircraft  from  other  vendors  in  the  past  with  the  same 
informal  understanding.   Further,  the  only  agreement 
the  division  has  with  the  aircraft  owners  is  a  "Hold 
Harmless  Agreement",  which  speaks  primarily  to  damage 
to  the  aircraft.   These  are  uniform  for  all  rental 
aircraft  and  do  not  mention  aircraft  numbers,  rental 
rates,  fueling  provisions,  etc. 

The  division  should  have  written  and  signed  agree- 
ments clearly  setting  forth  rental  rates  related  to 


specific  aircraft.   Such  agreements  are  also  essential 
for  delineating  the  liabilities  and  responsibilities  of 
affected  parties  in  the  event  of  damage  or  theft, 
improper  or  unauthorized  use  of  aircraft,  and  to  assure 
that  insurance  coverage  is  sufficient  to  meet  state 
requirements . 

RECOMMENDATION 

We  recommend  that  the  Department  of  Community  Affairs 
formalize  its  rental  agreement  for  aircraft  placed  in  its  care 
and  custody. 

TRANSPORTATION  OF  NONOFFICIAL  PASSENGERS 

It  is  the  policy  of  the  division  to  allow  persons 
not  on  official  business  to  utilize  state  flights  if 
the  flight  is  already  scheduled  and  there  is  a  seat 
available.  We  attempted  to  examine  how  widespread  this 
practice  is  and  project  the  percent  of  flights  that 
included  nonofficial  passengers.  However,  we  found 
that  in  most  cases  persons  not  on  official  business  are 
not  logged  as  passengers  on  division  flights. 

We  were  able  to  identify  at  least  six  instances 
where  a  person  (or  persons)  not  on  official  business 
rode  the  state  aircraft  and  in  four  of  these  instances, 
the  nonofficial  passengers  were  not  listed.   We  were 
unable  to  determine  how  many  more  cases  existed  because 
of  poor  recordkeeping. 
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We  believe  that  it  is  a  good  practice  from  a 
management  standpoint,  to  identify  all  passengers  by 
name  on  the  dispatch  record. 

We  question  the  practice  of  allowing  persons  not 
on  offical  business  to  ride  on  state  aircraft  for  three 
reasons.   First,  allowing  other  persons  to  ride  on 
state  aircraft  increases  the  liability  of  the  state  in 
the  event  of  an  accident.   Further,  allowing  persons 
not  on  official  business  to  ride  state  aircraft  puts 
the  state  in  direct  competition  with  private  air  and 
land  carriers.   Finally,  this  practice  provides  the 
potential  for  misuse  of  state  aircraft  because  of 
scheduling  of  flights  which  may  be  primarily  personal 
and  only  incidentally  for  state  business. 

We  contacted  four  surrounding  states   (Idaho, 
Wyoming,  North  Dakota,  and  South  Dakota)  about  their 
policies  on  nonstate  employees  flying  on  state  air- 
craft.  One  state,  North  Dakota,  does  not  allow  anyone 
not  on  official  business  to  utilize  state  aircraft. 
The  other  three  states  allow  such  use  on  special  oc- 
casions if  there  are  empty  seats,  but  they  monitor  any 
such  occurrences  closely. 

In  addition,  we  compared  the  division's  policy  on 
aircraft  with  that  on  motor  pool  vehicles.   We  found 
that  the  two  were  not  consistent.   The  aircraft  policy 
allows  the  transportation  of  persons  not  on  official 
business  while  the  motor  pool  policy  prohibits  such 
use. 
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RECOMMENDATION 

We  recommend  that  the  Department  of  Community  Affairs: 

1.  Implement   procedures    to   require   all  passengers   to  be 
named  on  the  dispatch  record. 

2.  Re-examine  its  policy  of  allowing  persons  not  on  official 
business  to  ride  on  state  aircraft. 

PUBLIC  RELATIONS  FLIGHTS 

During  our  review,  we  observed  that  the  adminis- 
trator does  an  extensive  amount  of  flying.   We  examined 
the  flights  by  the  administrator  over  the  four  years  he 
has  been  employed  by  the  division.   During  this  time 
period,  the  administrator  has  flown  246  times,  of  which 
79  instances  or  32  percent  were  on  weekends.   Most  of 
these  flights  do  not  indicate  any  passengers  accompanied 
him. 

Much  of  his  flying  is  public  relations  flying  to 
weekend  meetings  or  fly-ins  sponsored  by  such  groups  as 
the  Flying  Farmers,  the  Montana  Pilots  Association,  the 
Montana  Aviation  Trades  Association,  the  Montana  Antique 
Aircraft  Association,   and  the  Montana  Women  99  's. 
These  flights  include  an  annual  camp  out  and  work 
session  at  Schafer  Meadows  which  is  situated  near  the 
Bob  Marshall  Wilderness  Area.   Contact  with  four  adja- 
cent states  suggest  that  public  relation  meetings  are 
considered  important  and  practiced  although  perhaps  to 
a  lesser  extent. 
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Our  review  also  included  an  examination  of  the 
time  and  travel  records  of  the  administrator.   We 
discovered  that  the  administrator  rarely  charges  compen- 
satory time  and  seldom  charges  travel  expenses  for 
these  public  relations  flights.   This  fact  makes  it 
unclear  whether  the  administrator  really  was  on  official 
business  when  he  used  a  state  aircraft. 

RECOMMENDATION 

We    recommend    that    the    Department   of   Community    Affairs 
formulate  a  written  policy  regarding   compensatory  time  and 
travel  expenses  for  public  relations  flights. 
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MONTANA  DEPARTMENT  OF  COMMUNITY  AFFAIRS 


Capitol  Station,  Helena,  Montana  59607 


/      Thomas  L.  judge 
Governor 


April    6,   1979 


Morris  L.  Brusett 
Legislative  Auditor 

Dear  Mr.  Brusett: 

The  following  is  submitted  in  response  to  the  "Evaluation  of  Allegations 
Concerning  Inadequate  Maintenance  and  Misuse  of  Aircraft": 

RECOMMENDATION: 

Require  that  all  flights,  intermediate  stops,  and  destinations  be  logged. 

RESPONSE: 

At  present  Department  logging  procedures  include  all  flights  and  destinations 
The  Department  will  amend  the  logging  procedures  to  include  intermediate 
stops.  Further,  the  Department  will  direct  the  Chief  of  the  Air  Trans- 
portation Bureau  to  implement  this  immediately. 

RECOMMENDATION: 

Review  the  cause  for  the  noted  discrepancies  and  establish  procedures  to 
eliminate  them. 

RESPONSE: 

It  is  the  Department's  belief  that  the  noted  discrepancies  were  caused 
by  human  errors  on  the  part  of  flying  personnel.  The  Chief  of  the  Air 
Transportation  Bureau  will  be  directed  to  formulate  and  implement  pro- 
cedures designed  to  eliminate  these  record  keeping  errors. 

RECOMMENDATION: 

Require  that  appropriate  explanations  be  made  in  the  flight  logs  for 
abnormal  flight  times. 

RESPONSE: 

The  Department  agrees  with  the  recommendation.  The  Chief  of  the  Air 
Transportation  Bureau  will  be  directed  to  determine  and  establish 
normal  flight  times  to  frequent  destinations.  In  the  case  of  infrequent 
destinations  he  will  determine  a  normal  flight  time  on  a  flight-by-flight 
basis.  He  will  also  be  instructed  to  recommend  variance  tolerances 
beyond  which  appropriate  written  explanation  will  be  required  to  be 
entered  in  the  log. 


Harold  A.  Fryslie,  Director         406/449-3494 
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Morris  L.  Brusett 

April  6,  1979  , 

RECOMMENDATION: 

We  recommend  that  the  Department  of  Community  Affairs  formalize  its 
rental  agreement  for  aircraft  placed  in  its  care  and  custody. 

RESPONSE: 

The  Department  agrees  with  the  recommendation  and  will  proceed  with  dis- 
patch to  comply. 

RECOMMENDATION: 

Implement  procedures  to  require  all  passengers  to  be  named  on  the  dispatch 
record . 

RESPONSE: 

The  Department  agrees  with  the  recommendation  and  will  instruct  the  Chief 
of  the  Air  Transportation  Bureau  to  proceed  with  immediate  implementation. 

RECOMMENDATION: 

Re-examine  its  policy  of  allowing  persons  not  on  official  business  to  ride 
on  state  aircraft. 

RESPONSE: 

The  Department  will  re-examine  its  policy  in  this  regard  and  make  provisions, 
as  necessary,  to  preclude  abuse  of  the  privilege  and  to  make  abuse,  should  it 
occur,  easier  to  identify. 

RECOMMENDATION: 

We  recommend  that  the  Department  of  Community  Affairs  formulate  a  written 
policy  regarding  compensatory  time  and  travel  expenses  for  public  relations 
flights. 

RESPONSE: 

The  Department  recognizes  its  statutory  responsibility  to  foster  and  encourage 
aviation  in  Montana.  In  order  to  fulfill  this  responsibility,  a  close  working 
relationship  with  organized  aviation  groups  such  as  those  mentioned  in  the 
"Evaluation"  is  essential.  Therefore,  the  Department  believes  that  claims 
for  compensatory  time  and  travel  expenses  submitted  by  personnel  authorized 
to  attend  scheduled  functions  are  appropriate  and  compensable. 


Sincerely, 


* 


irold  A.  Fryslie 
Director 


